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While it appears that the incumbent long distance company may have a slight advantage in the local

telecommunications market (36% would switch with a 15% discount and number change). residence

customers are almost as wiHing to switch to a different telecommunications provider when bundled services

are offered (32%). Without bundled services. one-quarter (27%) would consider switching to another

telecommunications company, revealing a pntf....nce among residence customers for bundled services.

However. the perceived advantage of a "single point of contact" for telecommunications is muted when

offered by a cable tel!evision company (27%), suggesting !hat consumers may not perceive cable

companies as credible sources for their long distance telecommunications needs.

• Results for additional diecount lewis included in Appendix
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Discounts on local and toll service have a high impact on a residence's likelihood to switch local providers

and seem to overcome the issue of number portability. While one-quarter (25%) of residences are likely to

switch for a 5% discount, close to half (43%) would consider switching for a 25% discount even with a

nymber change. The response to discounting was very similar among the total respondents and the Low

Income respondents.

In addition about one-fifth (19%) of residence customers would switch companies without any discount at

All and with a number change, most likely for reasons mentioned in the focus groups, such as a "singh:~

point of contact" or to "get away" from Pacific Bell.
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• Impect of DI........

same 5% 15% 25%
erg LIIi LIIi. J.IIl

AnaIher'Teleoom Compeny
- Local, Toll and Long Dietance 14% 21% 32% 38%

- Local and Toll Only 9% 16% 27% 33%

CIIbIe TV CoIftpMy

- Local, To" and Long Dietance 10% 17% 27% 34%

- Local and Toll Only SO.4 15% 280.4 32%

Another T"com ConIpMy
- Local, Tolland Long Distance 14% 21% 30% 36%

- Local and Toll Only 11% 17% 26% 32%

CtIbIe TV Company

- Local, Toll and Long Distance 12% 18% 27% 33%

- Local and Toll Only 10% 16% 26% 32%

~__...: ....7fto, 3l1li%, 2I0Il%, 1~)

Regardtess of the "brand" of provider, the impact of discounting is approximately the same among the total

customer base. With a 25% discount, 24% more customers are likely to switch than at parity (e.g., 38%

versus 14% for another telecommunications company; 34% versus 10% for a cable television company).

However, there is an int~ractlon between brand and service bundting. While another telecommunications

company is slightly more appealing when offering JocaJ, toll and long distance services, a cable television

company would gamer relatively the same amount of customers, with or Without bundled services.
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If number portabHfty was etW:ted, almost one-thtt'd (32%) of the residence customers would consider

switching their local tetephone company wi1tJout any discount incentive. It would appear that current long

distance companies couid gain substantial market share by implementing a discount strategy, as more than

one-half (56%) of all residences would consider switching if a 25% discount was offered. Additionally, since

the price curve Ievets somewhat at 15% less, this discount level would still create the potential to lose half

(49%) of Pacific Bell's residential customer base.

The relative impact of discounts on a Low Income customer's decition to switch may be slightly less than

the total custornel base, as the differential between the two groups widens between a 5% discount (35%

vs. 38% =·3 points) and a 25% discount (50% VS. 56% =-6 points).

Page 33



S8me 5% 15% 25%
~ 1.tIl 1.tIl 1.IH

AnaIMr T."oom CclMpeny

- local, ToO and Long Di8tance 21% ~34% 45% 51%

- Local and ToO Only 23% 2W'k 40% 460k

cable TV CompIIny

- Local, Toll and Long Distance 23% 300k 41% 47%

- Local and Toll Only 22% 28% 39% 45%

Another TeI.com CoIItpefty

- Local, Toll and Long Distance 25% 31% 40% 46%

- Local and Toll Only 21% 21% 36% 420/0

cable TV Compeny

- Local, Toll and Long Diatance 22% 28% 38% 43%

- Local and Toll Only 20% 26% 36% 42%

~ awttdIscele: 4-75%,~ a-:II'Ilo, 1.0%)

Other "brands" also benefit stightty If number portability is enacted. Over one-quarter (27%) would consider

switching at the same price If another telecommunications company offered bundled services compared to

one-third (32%) for a long distance carrier (see pntvious page). At parity, less than one-quarter would

switch to get bundled services from a cable television company (23%), or to get local and toll services 0
(22%). Yet regardless of the "brand" of provider or the services bundled, the impact of discounts is

dramatic, with approximately one-quarter more customers switching for a 25% discount versus the same

price.
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• T.... off I,."ft lervtoe DIaoount ......., portllblllty
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~ ............: 4-71%. , )
(Note: -.... for 10%~ 2O'J'~ I~ from ..... c:oIectecl).

Overall, the relative value of a residential telephone number is equivalent to approximately an 11 % discount

off local and toll services. Unumbtr oortabitIy was enactId, almost one-third (32%) would consider

switching to an incumbent long distance company if local and toll services were offered at the same price

as the current local provider. To achieve this same result without number portabiljtv, an 11 % discount

would be required.

From another perspective, the availability of number portabitity adds approximately one-tenth (13%) more

customers in any given situation (e.g., 32% versus 19% at same price; 56% V3rsus 43% at 25% less).
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08111111I. 30%..........

20%
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I= IPwllllllty

I
~
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(Nota: .....urn tor 10% LMa end 2t'lft u.. -.lnlWpOIatMI from d... collected).

Among Low Income customers, the discount required to overcome a telephone number change is slightly

less, and equivalent to a 9% dtscount off local and totl services. In this segment, adding number portabitity

will entice 10% more customers to switch than without number portability.
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If number portability was available, 27% would switch to another tetecommunications company offering

bundled services if offered at the same price as the current local access provider. To gamer the same

market penetration without number portability. an 11% discount would be reqUired.
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When another telecommunications company offers local and toll services only, the amount of customers

willing to switch for no discount is sfightty reduced, even with number portability (23% without versus 27%

with bundled services). However, the relative value of a resk:tential telephone number remains the same,

as an 11 % discount will cvercome the advantage of having number portability.
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At parity, only 10% would switch to a cable tefevision company offering bundled services jf a number

change was required. However, with number portability, 23% would switch to a cable television company

at the same price as the local telephone company.
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If a cabfe television company were to offer local and toll services~ the discount required to compensate

for a telephone number change remains at 11%, even though the absolute proportion of potential

customers is slightly lower than under other scenarios.
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As6uming you htId to change your numbsr to switch local access providers,
how much would you be willing to pay to keep your telephone number?

,...b'm
Not.......................__.

11%

, - . 0'* ""'")

14.78 per month

SUe: WIllIng to pay (n-107)

.........
..."..uIII"--11%

~""""1p'"
$8.85 per month

Ben: WIIImg to pay (nc20)•

• SIMII umpIe .... u.. with caution

While the majority of residence customers (68%) would rather change their number than pay to keep it,

almost one-quarter (24%) of the rwpondents were wilting to pay to retain their number. As these

customers are Willing to pay about $5.00 per month to retain their number. it might be possible to offer an

optional number retention service, for those who are willing to pay for it, if number portability is not

available.

Interestingly, the Low Income respon~ents were willing to pay almost doubte the amount of the overall

customer base. although a smaller proportion of low lr.come customers would be Willing to pay (17%).
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• Value of Nutnlter POI1ebIIty by A......... a.ractwIdcs

..
• 18·34 years

• 35-54 years

• 55 and older

p..... ln .....·okI

• One

• Two

• Three or more

(n-121127'%)

(n-182141'%)

(n-138132%)

(n-I5I19'%)

(0-154/35%)

(n=205l48%)

...... 'p'1 rr _ wguId..itIr awlcblng

A.......e-nt Number
forS ..... Pot..- Chlnge

41% 54% +13

37% 51% +14

30% 42% +12

320k 47% +15

35% 49% +14

39% 51% +12

To answer the objective of which residential customers would be most impacted by having to switch their

telephone numbers, the proportion of residences that would consider switching their telephone line with and

without number portability <all other elements being held constant) was evaluated by different residence

characteristics.

When evaluating l;ustomers by age, number portablltty appears to impact residential customers quite

simitarly. However, number portabitity has a greater impact on customers who have fewer people in the

household <+15 points for 1 person and +14 points for, persons), versus lar~er residences (+12 points).

• Results for additional diecount ..,.lncluded in Appendix
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....... '2'1 =..........nItpbina

Announoement

"'-
Number

, ...1I11y

I.e· 3...,1111

• <$35 (0-186139%) 32% 46% +14

• $35 - $59 (n=116127%) 35% 49% +15

• $60+ (0-142/34%) 42% 54% +12

CIII WIllIng

• Yes (na18014O%) 36% 49% +13

• No (na267180%) 36% 49% +13

CUmmt ...... NumIIIr
• Published (n-27'B183%) 36% 50% +14

• Non-Published (n=158137"'k) 35% 47% +12

When looking at residential customers by monthly bill amount, number portability has less impact on

customers who spend $60 or more (+12 points) when compared to customers who spend less than $60

(+14 to +15 points), most likely because customers with higher bills are more sensitive to and interested in

pricing discounts.

Customers with published numbers appear to be slightly more impacted by number portability (+14 points)

than customers with non-pUblished numbers (+12 points).

Subscription to call waiting was not a distinguishing characteristic in determining which customers would be

most impacted by number portability.

* Resutts for aclditional discount IeYeIs included in Appendix
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• v...... of Nu...... PottiIbIIIly by ".1.... CtIa...cterlstlcs

~"n It = _ ....pm,.,....lng

1.Mw I' 9 ..CMrtIr
• AT&T (n-3OMII%)

• MCI (n-65I15%)

• Sprint (n-32I7%)

AnnounoeIMnt Number

for 8 '""""
PgrtebIIRv CbInaI

36% 48% +12

38% 55% +17

39% 56% +17

lw...hMt LD CwdIr
• Yes (n-167137%)

• No (n-28OI63%)

"Vm ....".,.. willi PMIIc W'
• Yes (n-31117O%)

• No (n=119/3O%)

38%

35%

34%

43%

52%

48%

47%

56%

+14

+13

+13

+13

Which long distance company a customer uses does have an effect on a customer's likelihood to consider

switching, especially if number portability is available. Customers who currently use Mel or Sprint (+17

points) appear to be more affected by number portabHity versus AT&T customers (+12 points), possibly

reflecting the higher satisfaction levels for AT&T and a lower wiflingness to switch in general.

A consumer's past long distance switching behavior or their level of satisfaction with Pacific Bell does not

have an impact on the value placed on keeping a telephone number.

• Results for additional discount levels incIudecI in Appendix
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.......
• Yes (n-871'2O'%)

• No (na36GI8O%)

Own ....
• Yes (n-19MS2%)

• No (118122131%)

Eyw CIwa......... ftuD.,r
• Yes (n-2I8I84%)

• No (n-159138%)

lJMIy to Moye In Nut 2 YWI
• Yes (n=149133%)

• No (n=298IB7%)

I=-:L-.~~0IIet0 ,::::-:-'......,0 't • __.,..,.....tqhIqg

At;n••••••nt .....r
fAr' .... Pat-..utY Cblngt

36% 54% +18

37% 49% +12

36% 500,4 +14

37% 490.4 +12

37% 50% +13

34% 48% +14

36% 49% +13

36% 50% +14

Among customers who work at home, the availability of number portability has a significant impact on the

likelihood to switch (+1B) compared to those who do not work at home (+12). With number portability, over

half (54%) of the work at home segment would switch. White this was the segme:1t most impacted by

number portability, wor~ at home accounts for only 20010 of the respondent base.

Descriptors regarding the moblftty of a customer - whether they own a hQme, have ever changed their

phone number or are likely to move - do not substantially influence the "value" that customers place on their

number. The increase between number change announcement and number portability is approximatoly

+13 in any of th&se segments.

* Results for additional discount IeweIs induded in Appendix
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• ....... of 0IMr IIeIMnta on L..1Iheod to SWItch Providers

Assuming you would h8Ve to switch your telephone number, how much would each of
the following influence your likeHhood of switching local access providers?

1* w _
(....." ( UI)

1KeI•••__ ,... ...............
,... 1."

...... for3 .......

A. _ check recetved In m811

,... ,..._..c-. Ion
.....lfor3 .......

A. fNe vaioe ....u box
for 3 months

80% 60"10 40% 20% 0% 0% 20% 40% 60% 80%

Atthough not tested in the conjoint analysis, the impact of possibfe marketing incentives were evaluated by

asking respondents how much these incentives would impact their likelihood of switching if a number

change is required. Financial incentives appear to have the most influence: a 10% discount off long

distance service, a $35 l.'heck, fnte basic cable television service and free call waiting would each make

about one-fifth of all respondents "much more likely" to switch providers.

The other incentives tested, including a customized number change announcement, do not have a strong

impact on willingness to switch, although a free telephone set was significantly more influential among ~he

Low Income segment.
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• ptwfemtdPI~ tor Local A.ce••

Assumitg fh8t you _re planning to switch your local and toll Sflrvice and all
compenIeB '""" making basicBlIy the same offer, which company would

yoU choose7

Law"" Only

(n-447)

Iprtnt
1%

Other
7%

Don't Know
9%

(n-119)

Mel

"...

Other
8%

Previously it was shown that an incumbent long distance company was preferred over another

telecommunications company or cable company when switching local and toll providers. When asked

which specific company they woutd choose (from a list of telecommunications and cable companies), this

finding was supported. If all residential customers switched their local access from Pacific Bell, the

preference for an alternative provider would closely resemble current long distance market share.
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II

Asuninglltatyou ...planning to swiIc:h your local and toU tJIIrvice andall
companifIB ...,. making basically the same offer, which company would

youchooee?

CUI'NI'It I.OI'!I DIetlInoe C....,. • Total

AT&T 75% 40% 31%

Mel 6% 35% 9%

SprInt 6% 11% 44%

Olher 4% 6% 7%

Don"tKnow 9% 8% 9%

(n-306) (n-65) (ns32)'

(Low 1ncome ......100 ..... tor...,...) •s-t__....; .... wIIh caution

However, the strength of this incumbency effect varied substantially among current customers of the Big 3

long distance companies. While the majority of AT&T customers (75%) would bundle their local, toll and

long distance services with AT&T, Jess than half of MCI (35%) and Sprint (44%) customers wanted local

and toll services from their cummt long distance company. In fact, more MCI customers are likely to switch

local and toll services to AT&T than to MCI.
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• Itnpact of ......... Aftnouncement on CIIIIIng BeMvIor

When you c.lJ a~ andh"",a ,."",.., announcement, what percent
of the time do you hIIng up and immediIJttIIy redial the new telephone number?

r..I I,' -Only IIIIl ","-Only

100% of the time 56% 45% 64% 61%

71%-91% 26% 22% 21% 15%

50%-74% 7% 9% 6% 6%

21%-41% 3% 4% 2004 2%

0%-24% 6% 15% 6% 14%

Don't Know 2% 5% 1°k 2%

(n-447) (..."9) (n-447) (n=119)

1,1.1I••••n.:-.-.,..••nt .88% 7:.5.% .~••%» 8.~.~__.I

One implication that has been put forth in discussions about reqUiring number portability is whether a

business (or residence) is negativety impacted when a caller hears a number change announcement.

When calling a business and hearing an announcement indicating a number ha~ changed, the majority of

the respondents (56%) immediately hang up and dial the new number. In fact, the new number would be

called 86% of the time.

When calling a residence, those results are even higher (64% always call back immediately for an average

of 89% of all announcement numbers being called). Aftt.ough residence and t'usiness customers may

believe they are "more difficult to fincf if their phone number changes, most callers will pursue them at their

new number.
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• Numberp~,"••••rch AcIdIndum

Both the residence and bu8inHs rch studies were conducted via a fuft-profile conjoint analysis,

where respondents evaluated a of dfffel1M1t "product" configUrations or scenarios. The scenarios

were deYetoped by combining the individual attribute Ievefs that were determined to be retevant to the

study into actual product offerings (see the Methodology section of the Final Report for a description of

these attribute ieveIs).

A fractional factorial deeign was ueed, where each respondent evaluated a subset of the total number of

poesibIe configurations. Given the attributes and levels identified for this study (brand/service bundUng (3

levels); discount off of P.ctfic Bell (4Ievefs); impact on tetephone number (51evefs», a total of 60 (3 x 4 x

5) possible scenarios existed. HoMMtr, to AIduce respondent burden, each respondent evaluated 25

dft'ferent scenarios, which wen, syatematlcaUy selected to ensure that the attribute Ievets were exposed

to rwpondents in a balanced fashion.

For each scenario that was administered, respondents indicated their interest in the competitive offering

by responding to the following questions (dependent variables):

B_goee

How likely would you be to considerswitching to this company?
VetY likely................... 4
Somewhat likely......... 3
Not VBI)' 1iIcIIIy............. 2
Not at aI/likely............ 1

Business ..

How willing would you be to switch any ot these lines to this company?
Vety willing................. 4
SornewhatwtMng....... 3
Not V81)' willing........... 2
Not at aI/ wiNing.......... 1

What percent would you move? %

.. For the bUsiness mart<et, the meuure above was collected tor each of the toIIowing line types: main lines, other Nnes, DID
numbers.

After the data collection was completed, the conjoint analysis was conducted to derive the relative

importance of each of the attributes and develop a model to estimate the proportion of consumers who

would switch under any specific scenario.

-CONSTAT
CONS_" STATISTICS



The conjoint analysis WIIS conducted using an Ordinary least Squares regf1l8sion analysis which

featured the use of dtchotornous or "dummy" variabtes. For each attribute level (independent variable), a

dummy variabte was created that indicated the presence or absence of that level within a specific product

configuration. The OlS regression was then used to estimate the effect of those dummy variables on the

dependent variable (i.e., their Impact on the dectaion to switch providers.

Since futl-profile conjoint anatys;s is conducted at the respondent level, the OlS regression

was conducted for each respondent and estimates of the Influence of the Independent variables on the

dependent variables W8t'9 calculated for each individual. Then. a predictive model was developed that

calculated the overall impact of any combination of independent variables.

The development of the modets dtftered sHghtly between the business and residence studies because of

the additional dependent variables used in the business survey and the need to weight the results to

reflect the actual number of lines that would be switched. This process is described below for each

study:

peyetoprnent of Beljdlncl ModI!

Since no weighting was required for the residence results, the estimates for each independent variable

were averaged across all respondents to calculate estimates for the total sample. Then, for each

scenario (combination of elements) to be evaluated, the estimates (plus the constant) of the specific

elements included in that scenario were summed. This calculation resulted in a value on the four-point

scale (e.g.• 3.28). which was then adjusted to reflect the following conversion factors:

Very Iikely 4
Somewhat likely 3
Not vel}' Hkely 2
Not at all likely........••.. 1

75%
50%
25%
0%

After the conversion factors were applied. the "demand" or proportion of residences likely to switch under

that scenario was determined (e.g., 57%).

In addition, the likelihood of switching among separate residence segments (e.g., work at home) was

also evaluated. To do this, the respondent-level estimates for all respondents who qualified for a specific

segment were averaged, then the specific scenario calculations were performed on the averaged

estimates for each segment.
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• Number Pot1illlllly ....earch Addendum

DIw;'nnment of At.., ModI!

ThI'H major dtfferences existed between the residence and business studies that caused the bustness

model to be created in a stightty dffferent fashion. First, the business study had a total of 6 dependent

variabtes - the likelihood of switching and percent of lines a business would switch for three different

types of lines. second, since each business had a different number of lines, weighting on this variable

wu required to detemtine the proportion of III business lines that would be swiiched. Finally, the

business sampte was stratified according to number of E'mployees which reqUired additional wetghtlng to

reflect the actusl business poputation. To account for these differences, the following process was used

to develop the business model after the respondent-level estimates were determined using the OlS

regression.

The first dependent variable, likelihood of switching (percent of bYlinesw likety to switch), was

determined as follows. Because of the weighting required, for any scenario, each respondent's score on

the four point scale was calculated, then the conversion factors were applied. The weighted average of

these values was then calculated using the employee size weights, proViding the percent of businesses

likely to switch.

For the next dependent variable, percent of lines a business would switch, the OlS regression was

performed and estimates created for each respondent as with the likelihood of switching variable. The

two dependent variables for each type of line were combined as follows to determine the proportion of a.l!
business lines that would be switched.

First, the percent of lines a business would switch was calculated for any scenario using the respondent­

level estimates for that dependent variabfe. This result was then multiplied by the likelihood of that

business to SWitch (the first dependent variabfe) and by the total number of lines that each individual

business had to determine the number of lines that a business would be likely to switch. The weighted

average (by employee size) was calculated to produce the average number of lines switched under any

scenario. This was divided by the average number of lines that business resoondents reported to come

up with the proportion of Sl!! business lines likely to be switched.

This entire process was repeated three times, one for each type of line. In each case, calculations were

only conducted for respondents who had that specific type of line.

The attached spreadsheet proVides an exampte of how the results were calculated for the business

survey.
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TotIII ....... U8ed 10,. 100%

UW ....... 2,WI 27"- of total sample
Busy 108 1%
NoAnfNler 1,525 15%
DevIce (Answering Machfne) 874 6%

. c.HBacks 498 5%
Partial 2

DeedS8mple 7,131 73"- of total sample

TotIlI~ 6,1M 81% of dSB.d sample
Language BarrIer 1,239 16%
Not AvaHBIe during study 53 1%
ReMed 2,102 28%
called 411meB 236 3%
FaxIModemIPager 176 2%
DtIconnects 1,648 22%
Phone location not qualified (business) 695 9%
Invalid Referral Number 45 1%

Total ContIIcted 1,437 19% of dead sample

Qualified 1,342 93% of total contacted
Recruited 812 57%
Terminates 279 19%
Over-quota (High Income) 251 17%

Not QuIIIIfied 95 7% of total contacted
Works for CompetItor 94 7%
Not Pacific Betl Customer 1

Total Recrutted 812 100% of total recruited

Total Returned 556 88% of tota/recruited
Unuae8b6e 13 2%
Returned after cut-off 26 3%
Completes 516 64% of total recruited
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